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DEPARTMENT  OF  EDUCATION 
45  CFR  Part  190 

Basic  Educational  Opportunity  Grant 
Program 

agency:  Department  of  Education. 
ACTION:  Final  Regulations. 

summary: 

1.  The  Action  Being  Taken 

The  Secretary  is  amending  the 
regulations  for  the  1980-81  Family 
Contribution  Schedules  for  the  Basic 
Educational  Opportunity  Grant  Program. 

2.  The  Circumstances  That  Created  the 
Need  for  the  Action 

The  regulations  are  being  amended 
because  of  administrative  policy 
decisions  reflecting  concerns  expressed 
by  the  financial  aid  community  about 
the  treatment  of  dependent  student 
income. 

3.  The  Intended  Effect  of  the  Action 

The  regulation  will  allow  a  number  of 
dependent  students  from  poor  families — 
who  currently  are  not  eligible  for  Basic 
Grants  because  of  their  own  income — to 
qualify  for  that  aid. 

EFFECTIVE  DATE:  Generally  regulations 
are  expected  to  take  effect  45  days  after 
they  are  transmitted  to  Congress. 
Regulations  are  usually  transmitted  to 
Congress  several  days  before  they  are 
published  in  the  Federal  Register. 
However,  since  this  regulation  applies  to 
Basic  Grants  made  for  the  period  of  July 
1, 1980  through  June  30, 1981,  when  the 
regulation  becomes  effective,  it  will 
apply  retroactively  to  July  1, 1980. 

FOR  FURTHER  INFORMATION  CONTACT: 
William  Moran,  Chief,  Basic  Grant 
Policy  Section,  or  Brian  Kerrigan,  Basic 
Grant  Program  Specialist,  Division  of 
Program  Development,  ROB-3,  Room 
4318,  400  Maryland  Avenue  SW.. 
Washington,  D.C.  20202.  Telephone  No, 
(202)  472-4300. 

SUPPLEMENTARY  INFORMATION: 

Waiver  of  Notice  of  Proposed 
Rulemaking 

This  regulatory  change  has  been  made 
in  response  to  comments  received  from 
students  and  others  in  the  financial  aid 
community.  The  commenters  expressed 
concern  over  inequities  that  were  arising 
as  a  result  of  the  treatment  of  dependent 
student  income  in  the  Basic  Grant 
Family  Contribution  Schedule  for  the 
1980-81  award  period  that  was 
published  in  the  Federal  Register  of 
April  30, 1980. 

The  Secretary  has  addressed  most  of 
these  concerns  in  the  revision  to  the 
Family  Contribution  Schedule  and  has 


in  this  regulation,  eliminated  the  major 
inequities  in  the  treatment  of  the  income 
of  dependent  student  income. 

The  changes  made  in  this  regulation 
will  affect  the  calculation  of  Basic  Grant 
awards  for  the  1980-81  award  period 
which  begins  on  July  1, 1980.  Because 
the  Secretary  is  correcting  a  problem  in 
the  current  regulations  and  because  time 
is  of  the  essence,  the  Secretary  Hnds 
that  the  publication  of  a  proposed  rule  in 
this  instance  would  be  unnecessary, 
impracticable  and  contrary  to  the  public 
interest  within  the  meaning  of  5  U.S.C. 
553(b),  and  is  publishing  this  rule  as  a 
final  regulation. 

General  Background 

From  the  inception  of  the  Basic  Grant 
Program  through  the  1979-80  award 
period,'  the  earned  income  of  dependent 
students  was  not  considered  in 
determining  eligibility  for  a  Basic  Grant. 
For  purposes  of  income  assessment, 
only  the  income  of  the  dependent 
student’s  parents  was  taken  into 
account.  Over  the  years  the  program 
received  considerable  criticism  for 
ignoring  this  potential  student  resource. 
This  issue  has  been  of  particular 
concern  to  the  House  Committee  on 
Intergovernmental  Relations.  In 
responding  to  this  criticism,  the  Office  of 
Education  proposed,  in  a  notice  of 
proposed  rulemaking  (NPRM)  published 
on  July  26, 1979,  to  assess  dependent 
student  income  in  determining  Basic 
Grant  eligibility  for  the  1980-81  award 
period.  Copies  of  that  NPRM  were 
mailed  to  participating  postsecondary 
institutions  and  to  various  education 
organizations,  and  public  comment  was 
solicited.  Additionally,  a  Congressional 
hearing  was  held  on  ^e  proposed 
regulations.  Relatively  few  comments 
were  received  on  the  proposal  to  assess 
dependent  student  income.  And,  of 
those  which  were  received,  the  response 
to  the  proposal  was  mixed.  There  was 
not  strong  or  overwhelming  opposition 
to  the  proposal.  Thus,  when  the  final 
1980-81  Family  Contribution  Schedules 
were  drafted,  the  assessment  of 
dependent  student  income  was  included 
in  the  formula. 

However,  after  the  publication  of  the 
final  regulation,  the  financial  aid 
community  voiced  increased 
dissatisfaction  with  the  treatment  of 
dependent  student  income.  It  became 
apparent  that  the  assessment  of 
dependent  student  income — as  outlined 
in  the  April  30  publication  of  the  final 
regulations — worked  inequitably  for  a 
number  of  students.  Thus,  the 
assessment  of  dependent  student 
income  in  the  calculation  of  a  student’s 
eligibility  for  a  Basic  Grant  has  caused 
many  students  and  other  concerned 


individuals  in  the  financial  aid 
community  to  request  that  the 
Department  of  Education  reconsider  its 
position  with  respect  to  that  aspect  of 
the  eligibility  formula. 

Summary  of  the  Issue 

The  current  regulation  on  the 
assessment  of  dependent  student 
income,  as  published  on  April  30, 1980, 
is  as  follows: 

§  190.34a  Computation  of  the  expected  family 
contribution  for  a  dependent  student  from  the 
effective  student  income 

(a)  Determine  the  student's  discretionary 
income  by  deducting  from  the  effective 
student  income  the  relevant  dependent 
student  offset. 

Dependent  Student  Offset 


Single  student .  S2,650 

Married  student .  3.850 


Jb)  If  the  student’s  discretionary  income  is 
a  positive  amount,  multiply  it  by  one  of  the 
following  figures  to  determine  the  expected 
contribution  from  effective  student  income: 

(1)  75  percent  for  the  single  dependent 
student,  or 

(2)  25  percent  for  the  married  dependent 
student. 

If  the  student's  discretionary  income  is 
negative,  there  is  no  expected  contribution 
from  the  effective  student  income. 

(20  U.S.C.  1070a(a)(3)(B)) 

In  incorporating  the  assessment  of 
dependent  student  income  into  the 
formula,  we  originally  anticipated  that 
eight  to  ten  percent  of  the  dependent 
students  would  have  sufficient  income 
for  that  income  to  be  assessed. 

However,  current  data  indicates  that 
approximately  15  percent  of  the 
dependent  student  population  is  being 
affected.  Some  of  these  dependent 
students  have  fairly  large  incomes  of 
their  own,  but  come  from  impoverished 
families.  As  such,  they  often  use  much  of 
their  earnings  to  help  support  those 
families  and,  thus  do  not  have  as  much 
money  available  for  educational 
expenses  as  might  otherwise  be 
expected. 

With  respect  to  these  students,  we  are 
issuing  an  emergency  final  regulation  to 
change  the  treatment  of  dependent 
student  income. 

The  revision  to  the  current  regulation 
will  increase  the  appropriate  dependent 
student  offset  in  those  instances  where 
parental  income  is  so  low  that  it 
produces  negative  discretionary  income. 
“Negative  discretionary  income’’,  under 
the  Basic  Grant  Family  Contribution 
Schedule,  is  produced  when  the  sum  of 
the  offsets  against  income  provided  in 
§  190.34  plus  the  federal  taxes  paid  by 
the  parents  exceeds  the  parents’  income. 
In  the  current  regulation  the  parents’ 
negative  discretionary  income  is  used  as 
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an  offset  against  any  contribution  from 
parental  assets.  (See  §  190.35(d).)  Under 
this  revision  the  amount  of  negative 
discretionary  income  that  will  not  be 
used  as  an  offset  against  assets  will  be 
added  to  the  normal  dependent  student 
offset. 

For  example,  if  the  parental  effective 
family  income  is  $10,000  (adjusted  gross 
income  of  $11,000  and  Federal  income 
tax  paid  of  $1,000)  and  the  sum  of  the  . 
family  size  offset  and  other  offsets 
equals  $12,000,  the  parents  would  have  a 
negative  discretionary  income  of  $2,000 
($10,000  of  income  minus  $12,000  of 
offsets). 

If  the  parents  have  less  than  $25,000  in 
net  assets,  there  would  be  no 
contribution  from  parental  assets.  Thus, 
none  of  the  negative  $2,000  would  be 
used  to  offset  the  normal  contribution 
from  parental  assets  (§  190.35). 

Therefore,  the  entire  $2,000  amount  of 
negative  discretionary  income  would  be 
added  to  the  normal  dependent  student 
offset  (either  $2,650  or  $3,850).  This 
would  make  the  dependent  student 
offset  for  a  married  dependent  student 
in  this  example  $5,850 
($3,850 +$2,000 =$5,850.)  That  $5,850  ‘ 
figure  would  be  subtracted  from  the 
dependent  student  income  figure  before 
the  25  percent  assessment  step  is 
performed.  For  a  single  dependent 
student  in  this  example,  a  $4,650  offset 
would  be  subtracted  from  dependent 
student  income  before  the  75  percent 
assessment  step  is  performed 
($2,650 +$2,000 = $4,650). 

Citation  of  Legal  Authority 

A  citation  of  statutory  or  other  legal 
authority  is  placed  in  parentheses  on  the 
line  following  each  substantive 
provision  of  these  regulations. 

(Catalog  of  Federal  Domestic  Assistance  No. 
13.539,  Basic  Educational  Opportunity  Grant 
Program) 

Dated:  June  19, 1980. 

Steven  A.  Minter, 

Acting  Secretary  of  Education. 

Subpart  C  of  Part  190  of  Title  45  of  the 
Code  of  Federal  Regulations  is  amended 
as  follows: 

Existing  §  190.34a  is  revoked  as  of  July 
1, 1980,  and  effective  July  1, 1980,  a  new 
§  190.34a  is  added  as  follows: 

§  190.34a  Computation  of  the  expected 
family  contribution  for  a  dependent  student 
from  the  effective  student  income. 

The  expected  family  contribution  for  a 
dependent  student  from  effective 
student  income  is  calculated  as  follows: 

(a)  Determine  the  student’s 
discretionary  income  by  deducting  from 
the  effective  student  income  the  relevant 
dependent  student  offset. 


(1)  Where  the  parental  discretionary 
income  is  positive,  the  offset  is  as 
follows: 

Dependent  Student  Offset 


Single  student .  $2,650 

Married  student .  3,850 


(2)  Where  the  parental  discretionary 
income  is  negative,  the  relevant  offset  in 
subparagraph  (1)  of  this  paragraph  is 
increased  by  the  amount  of  that 
negative  parental  discretionary  income 
minus  any  amount  of  the  negative 
parental  discretionary  income  that  will 
be  used  as  an  offset  against  the 
contribution  from  parental  assets  in  ’ 
§  190.35(d). 

(b)  If  the  student’s  discretionary 
income  is  a  positive  amount,  multiply  it  * 
by  one  of  the  following  figures  to 
determine  the  expected  contribution 
from  effective  student  income: 

(1)  75  percent  for  the  single  dependent 
student,  or 

(2)  25  percent  for  the  married 
dependent  student. 

If  the  student’s  discretionary  income 
is  negative,  there  is  no  expected 
contribution  from  the  effective  student 
income. 

(20  U.S.C.  1070a(a)(3)(B)) 

(FR  Doc.  80-19004  Filed  6-23-80;  8:45  am] 
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